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Corporate Social Responsibility and Financial Performance: 
An Examination of the Dow Jones Sustainability North American Index 
 
This thesis explores the topic of corporate social responsibility (CSR) and the relationship 
between CSR and corporate profitability. This thesis includes a literature review which 
traces the history of CSR from 1920s through current theoretical positions. The thesis 
then examines the relationship between financial gain and CSR as defined by the 
sustainability parameters set by the Dow Jones Sustainability Index North America. 
Results from analysis performed show that corporations which practice CSR may benefit 
from increased stability compared to other index performance criteria, but improved 
financial performance as measured by stock price is inconclusive. 
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Chapter 1  
Introduction: What is Corporate Social Responsibility? 
 
Corporate social responsibility (CSR) has been a growing topic in both economics and 
business research, especially in the past decade. This is due, in part, to the greater 
scrutiny of firms in the wake of the global financial crisis, and the changing nature and 
understanding of the role of the firm in the social fabric. A greater development of the 
concept of CSR is required in order to successfully utilize CSR for social benefit. This 
thesis will examine CSR first by defining CSR. It will then investigate the socioeconomic 
theories which explain the prevalence and use of CSR by the firm. Further, it will look at 
how the firm relates to CSR; how corporate governance is influenced by – and influences 
– CSR; and, how a firm implements CSR to the benefit of both the firm and the 
community in which the firm exists. Finally, this paper will review the outcomes which 
result from the incorporation of CSR into a firm’s production of goods and services. 
 Qualitative and quantitative research has been part of economics. Studies on CSR 
are important to the field of economics because not only do they illustrate another manner 
in which the financial performance of a corporation may be measured, but CSR research 
also illustrates another facet of human behavior and how it influences business decisions. 
For the average reader, CSR is an important topic of discussion because it takes into 
consideration the nature of a business, the role of a business in society, and the role of 
individuals who work for, run, and interact with business. CSR touches on all areas of 
business activity, and is an important aspect of understanding the relationship between 
business and society. 
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 The scope of this research thesis will be first to review the history of CSR from its 
early conceptions to recent theories, and establish its importance in the field of 
economics. Then this thesis will introduce a study of the financial impact of CSR on a 
corporation’s stock price and hypothesizes that CSR has a net positive impact on 
corporate financial performance. It is the goal of this thesis to introduce a new measure of 
analyzing CSR performance. 
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Chapter 2  
Literature Review 
 
History of Corporate Social Responsibility Research 
 
The modern corporation in the United States can be traced back to the early 19
th
 century, 
when individual states began enacting laws allowing incorporation of businesses without 
the need for legislation to do so. As a result of an embargo imposed in 1807 on Great 
Britain and France due to the Napoleonic Wars, the United States faced a shortage of 
textiles and consumer goods from Europe (Seavoy, 1972). To encourage production of 
domestic goods meant to replace imported ones, state legislatures began enacting statutes 
which would spur entrepreneurism. New York State was the first state to enact a 
corporate statute in 1811, which allowed for self-chartering of private associations. It was 
soon followed by New Jersey in 1816 and Connecticut in 1837. By the 1920s, the 
concept of corporate social responsibility began to develop after businessmen became a 
specialized profession and schools of higher education started teaching business as a field 
of study on its own merits. The first school of business in the United States is the 
Wharton School of the University of Pennsylvania established in 1881 (The Wharton 
School, n.d.). 
 One of the earliest theoretical arguments made in favor of corporate social 
responsibility was written in 1927 by Wallace Donham of the Harvard Business School. 
Donham (1927) makes the case that CSR is becoming a necessary component of 
responsible business practices. Large corporations are becoming more concerned with 
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stability and performance over immediate profits. This position reflects an understanding 
of institutional preservation within a corporation: the corporation is not just a profit-
generating entity, but there is an expectation (or even requirement) of longevity which 
must be monitored. The position Donham took was in part a reaction to the damages of 
the Industrial Revolution. Donham (1927) writes that “[i]t is not at all strange, therefore, 
that the early advances of the Industrial Revolution brought about shocking abuses of the 
mechanism of production and distribution” (p. 408). 
Corporate social responsibility was perceived as enlightened self-interest. 
Donham (1927) argues that businessmen must have a “keener understanding of the 
business consequences which follow upon socially unsound practices” (p. 415). To this 
end, Donham (1927) argues that individual businesses are responsible for developing 
businessmen who exercise their powers and responsibilities in a socially minded way. It 
follows that management as a profession has a responsibility to the extent that 
businessmen and their activities play an essential role in the formation and transformation 
of the economy. Consequently, business is a profession with economic and social 
responsibilities. Ideal leadership in business requires a balance between social and self-
interested objectives. Otherwise, self-interested business practices could result in social 
problems, such as environmental degradation, poor labor standards, and predatory 
business prices and/or practices. 
This concern led Donham (1927) to reconsider the place of business in a larger 
social context, from which the responsibility of business leaders can be refined. Donham 
(1927) argues that the rapidly changing social environment is the result of rapid advances 
in industry, and that problems which arise from industry must have industrial (business) 
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solutions. From this framework, Donham sees a corporation as an extra-legal solution to 
social and economic problems. As an extension of this, a corporation represents a type of 
international diplomacy through international trade: business development could be used 
as a function of the international world order to reduce the possibility of war and increase 
global cooperation (Donham, 1927). 
Following Donham’s inaugural work on the responsibility of business, Adolf 
Berle (1931) and E. Merrick Dodd, Jr. (1932) wrote a pair of articles in the Harvard Law 
Review respectively, further establishing and critiquing the concept of CSR. Berle (1931) 
argues that a corporation’s duty is a fiduciary one to the shareholders, while Dodd (1932) 
counters that by virtue of the laws which enable business corporations, a corporation is 
not merely a profit-making entity but a social institution. Berle and Dodd’s respective 
arguments merit further discussion.   
 Berle (1931) lays out the purpose of a corporation as a range of duties to which a 
corporation must adhere. In particular, there are five main duties or responsibilities of the 
corporation in exercising its role as a firm.  
1. The acquisition of stock must benefit the corporation as a whole, not individual 
managers. 
2. Any modification to a corporation, or a corporation’s charter, must benefit the 
corporation as a whole, and any benefit or sacrifice must be equitable throughout 
the corporation. 
3. The sale or transfer of assets, exchange of stock, and/or mergers must be made to 
benefit all classes of shareholders. 
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4. All stock issued must not dilute or otherwise negatively impact the interests of 
existing stockholders, or any potential stockholders. 
5. The declaration of dividends, or lack thereof, must benefit the entire business and 
all shareholders; dividends must be made only for business reasons. 
Within these five points Berle establishes the corporation’s responsibilities as primarily 
concerned with the fair and equitable management of the corporation’s duties towards the 
entire corporation and shareholders. 
 Berle (1931) makes two additional points regarding corporate social 
responsibility. The first is that corporate action must first and foremost comply with the 
law and regulation. It is the purpose of the government, not business, to establish the 
rules and regulations under which business must operate. If the government determines 
that business needs to change its practices, then the government will enact regulation to 
bring about the change. A business is not responsible for its effect on society; it has to 
adhere to regulation as determined by the government. Second, a business has a 
compliance and fiduciary duty as a trustee of the shareholder’s property. The 
shareholders have an expectation of management’s financial responsibility with their 
property; if the corporation’s actions are not to the benefit of the shareholders, they are 
not consistent with the responsible management of the corporation as a trustee. Berle did 
not dismiss the reality of social problems created by corporations, or the need to address 
them. The argument that business is the proper vehicle for addressing social problems is 
what he rejects in his argument. Berle maintains that a corporation’s duty was only to its 
owners: all powers granted to a corporation are to be used only to the benefit of 
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shareholders and their interests. Any effort outside the shareholder interest is a violation 
of the trustee duties held by management.  
Dodd (1932), conversely, argues that a corporation is not merely a profit-
generating instrument of the owners (shareholders), and as such, the business corporation 
has responsibilities to all who are associated with the corporation: shareholders, 
employees, customers, and the public. Dodd (1932, pp. 1159-1160) makes a case that 
“[views on charitable giving by corporations] are difficult to justify if we insist on 
thinking of the business corporation as merely an aggregate of stockholders with directors 
and officers chosen by them as their trustees or agents.” Instead, a business corporation 
should be viewed as an institution with multiple obligations. 
A business corporation differs from a sole proprietorship or even a partnership 
because the directors and managers of a corporation are granted diverse powers by the 
corporate charter and are not held under significant oversight from the owners (Dodd, 
1932). In this manner, while a corporation does have owners to which the managers are 
responsible, the ability of the owners to direct managerial behavior is significantly 
diluted. Dodd argues that shareholders are not beneficiaries of a trust – as Berle would 
contest – because corporate management are not trustees. The shareholders are members 
of an organization. Membership does carry with it privileges (in this case, dividends), but 
the organization is a separate entity from its members. Individuals may choose to be a 
part of the organization, or not, by investing or divesting their private money, but that 
does not make the organization subject to the members’ sole interests. 
Shareholders do not have exclusive property rights to a business corporation, in 
part, because laws and regulations limit the rights of shareholders and managers to treat 
 8 
 
the business corporation as private property (Dodd, 1932). A shareholder, or 
shareholders, may wish for the corporation to not engage in any activity which could 
dilute profits; however, the public body can influence corporate decisions through 
collective action. For example, workers can organize and insist on minimum standards 
for safe working conditions, fringe benefits, and limited hours. These requests can be 
made via government, too. Thus, the corporation does not operate in a vacuum and the 
corporation cannot then claim to exist only for the benefit of shareholders. Dodd (1932) 
argues that laws are ultimately derived from public opinion; should public opinion run 
counter to profit making activities, the business may have no choice but to adjust its 
economic activities in response to public opinion.  
In short, from Dodd’s (1932) viewpoint business is an economic institution with a 
social function in addition to a profit making function; a “business is permitted and 
encouraged by the law primarily because it is of service to the community rather than 
because it is a source of profit to its owners” (Dodd, 1932, p. 1149). Dodd’s argument is 
predicated on the view that a democratic government is the official representation of 
public opinion; if the public legislates business corporations, it is because those 
corporations serve a public function. Therefore, it holds that institutions with public 
functions also have public responsibilities. Governments allow corporations to exist 
because they benefit more than just the owners; a business corporation then cannot insist 
it is only answerable to the shareholders. These two competing views of corporate social 
responsibility – that is, responsible business management is concerned with only the 
business versus CSR is a requirement of responsible business management – reappear in 
the next several decades. After World War II, during the 1950s, these ideas were 
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reiterated and expanded upon in a pair of articles written by Frank Abrams (1951) and 
Theodore Levitt (1958). 
 Abrams (1951) begins by repeating the point made by Donham and Dodd, that 
business management is a profession in itself, and as such, business management has 
duties which are inherent to the profession. These responsibilities are for many groups, 
not just inherent to the business. Abrams also endorsed Donham’s claim that a large 
organization – such as a corporation – must have a long term view and hence make long 
terms decisions, which require wide-ranging political and social understanding of the 
position of business in addition to the economic understanding of a business. In this 
context, the concept of CSR was divided into two stages: the first stage is that business 
policies and activities must be in tune with the national policies and interests of the 
countries in which they operate. The second stage is to acknowledge that public interest 
is often made into public policy, and public policy will have an impact on the prosperity 
of business: “[p]ublic approval is no less essential to the continued existence of today’s 
kind of business than adequate capital, or efficient management” (Abrams, 1951, p. 30). 
 Abrams pushes the view of a social function of business since a business cannot 
prosper for a long period of time if its sole purpose is immediate profits. It follows that 
business profits are to be used to secure the competitive position of a corporation by 
increasing productivity, and as an extension, increasing the real income of a nation. 
Therefore, the economic activities of the business contribute to the development of 
society. The economy has far more stakeholders than the business has shareholders. The 
business is part of the economy, and as such, the business must have an understanding of 
its impact beyond the immediate business activities of day-to-day operations. Abrams 
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also puts forward a concrete example of CSR by discussing employee relations: “[the] 
modern corporation management, which has developed good social sense as well as good 
business sense, will accept the major responsibility to contribute to a satisfactory way of 
life for the men and women who work for it” (Abrams, 1951, p. 31), which in this case 
was to include the employees in the decisions of management, to have good working 
conditions, and to be given the opportunity for promotion and recognition. 
 Levitt (1958) counters Abrams’ arguments. He contends that capitalism thrives in 
a society with a strong sense of pluralism: power is divided among citizens and 
institutions, opinions are varied, and there exists a separation of social, economic, 
political, and spiritual functions. Social responsibilities, however, undermine the profit 
motive of a business. Levitt argues that “[i]n a free enterprise system, welfare is supposed 
to be automatic; and where it is not, it becomes the government’s job” (Levitt, 1958, p. 
47). The argument is not that welfare (or, social responsibility) does not exist, but that it 
is not the function or duty of business to be concerned with welfare. There should be a 
distinct line of separation between the duties and functions of business and government, 
and a failure to perform by one function does not necessitate the assumption of 
responsibility by the other. 
 Levitt (1958) then addresses employee benefits, which he argues are the 
responsibility of the state; benefits given by a business to employees represent business 
taking on the duties of the government in maintaining social welfare. Corporate welfare is 
only practical when it makes good economic sense, e.g. when it helps a business to attract 
and maintain a highly qualified workforce. However, Levitt also stresses that if there 
were adequate national insurance, a business would only need to offer a higher salary to 
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maintain manpower; fringe benefits would not be required. Levitt’s ultimate conclusion is 
that social responsibility grows out of the failure of government to address the social-
economic needs of citizens.  
The 1960s were a decade of broad social change, from the Civil Rights Act of 
1964 to the landmark Supreme Court cases Mapp v. Ohio, Gideon v. Wainwright, 
Miranda v. Arizona, and Tinker v. Des Moines in 1961, 1963, 1966, and 1969, 
respectively. The cultural attitude of the era was increasingly moving towards civil 
liberties and rights for all people, and the literature produced during this time reflects 
these changes in social attitudes. Research into CSR continued on a theoretical level 
during the 1960s, and two articles of note are written by Keith Davis in 1960 and 1967, 
addressing the theory of CSR and how it relates to the firm. Davis (1960) defines CSR as 
the businessman’s decisions and actions beyond the economic or technical interest of the 
firm. In this way, CSR reflects both the socio-economic and socio-human obligations of a 
firm to society. Davis also notes that social responsibility is rarely an exclusive reason for 
a decision made by the firm; rather, a firm’s actions are the result of a multitude of 
decision making factors, social responsibility being one of those. Davis, with this 
conception of the firm and CSR, develops the theory of social responsibility as an 
extension of societal (and ethical) norms. The business has social power; hence the 
business has social responsibility in equal proportion to that power. Avoidance of social 
responsibility leads to the loss of social power. For example, a lack of employee safety 
will lead to a loss of a firm’s power to government regulation mandating minimum safety 
standards. Davis concludes that the continued success of a business is dependent upon the 
acceptance of socio-human and socio-economic responsibilities. 
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Davis (1967) further expands on these ideas that social responsibility is derived 
from the ethics of how a firm’s actions affect the interests of others. Business should be 
considered a joint venture between responsible citizens (e.g. owners/shareholders) and 
citizen groups (e.g. investors, managers, workers, communities). Davis also incorporates 
a view of a pluralistic society into CSR: pluralism allows for both private freedom and 
public responsibility, and leads to responsibility to a variety of groups in a variety of 
ways for a business. A business firm does not exist in pure competition within a 
pluralistic society, and as a result, has greater flexibility for responsible action because its 
purpose is no longer purely economic. From this position, Davis developed his “Iron Law 
of Responsibility,” which states that those businesses, who do not take responsibility for 
their power, ultimately will lose their power. 
Similar approaches to CSR appeared in the 1960s. Frederick (1960) posits that 
business responsibility is the result of a collapse of the laissez-faire economy. Economies 
which sought protection from the volatility of a self-correcting free market moved toward 
regulation and stability. This in turn brought about greater responsibility on the part of 
corporations above and beyond their economic bottom line. In addition, the development 
of the corporation separated business ownership from management in a way that the 
owner lost the ability to direct the operations of the corporation. The social responsibility 
of the businessman under laissez-faire economy would be aligned with the private 
interests of the owner; the social responsibility of the professional manager is, 
conversely, consistent with that of a trustee of the public interest; that is, management has 
obligations to stockholders, employees, and the public. As such, a balance of power is 
required between competing social interests. Frederick concludes by noting that a clear-
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cut theory of CSR should be developed which considers (1) economic production on a 
broad scale, (2) economic and human resources used for broad social ends, (3) 
recognition of business as an outgrowth of social and historical factors, (4) the role of 
businessmen in both business and society, and (5) that socially responsible behavior is the 
result of deliberate action. 
In addition to the theoretical considerations of CSR, Friedman and Ladinsky 
(1967) also looked into the legal aspect of social responsibility and how it interacted with 
business. Social change is considered as a precursor of legal change. A lag exists between 
a social norm or ethical position and the law because society must come to a “true” 
definition of a problem and the “true” solution (Friedman & Ladinsky, 1967, p. 73). The 
authors argue that social change is a complex chain of agreements between social groups 
and is economic in the sense that change is a continuous exchange of equivalent goods 
and positions between groups. Solutions to problems are stable compromises acceptable 
to enough special interest groups for over a significant period of time. A business is 
expected to perform social responsibility when the problem is defined and a solution is 
agreed upon. A business can also be proactive in driving the solution by being sensitive 
to contemporary social problems. This is of importance to a business because change in 
one part of a culture will result in change in another part of the culture (Frederick & 
Ladinsky, 1967). A contemporary example of this is the social responsibility increasingly 
expected of Facebook as a result of the change it has brought about in contemporary 
culture and to how people interact and receive information. For example, a few years 
back Facebook received widespread criticism after it was revealed that the company had 
manipulated its users’ newsfeeds to change the number of positive or negatively oriented 
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posts the users saw (Goel, 2014). Facebook then analyzed the randomly selected users’ 
posts to determine if the newsfeed tone in turn has an impact on the users’ subsequent 
posts (e.g. positive news begets positive posts). Facebook claims the use of their website 
permits participation in these studies per their user agreement; however, this position was 
widely seen as a violation of basic social research norms. 
The relation between the law and CSR was also looked at from the perspective of 
owners and management in the modern business firm. Hetherington (1968) argues that 
owners of business enterprises have no effective control over the operations of a business. 
Even though the law recognizes the stockholders as owners, they are not owners in the 
traditional sense of a businessperson who manages operations of their own firm. 
Shareholders have been replaced by a delegation of directors which are self-selected and 
self-perpetuating (Hetherington, 1968). The shareholders hold less ability to direct the 
business of the corporation, while the directors are a narrow class of managers: board 
members select their own peers (other managers) to sit on each other’s boards. This split 
between the owners and the managers has resulted in a divide between the interests of the 
two groups which further creates a divergence between the interests of the owners and the 
management. The shareholders do not determine who runs the company or how the 
company is run; therefore, the business may not be managed in the explicit interests of 
the shareholders. While the shareholders may be solely interested in maximizing the 
profits of a business, the management – made up from a class of professional business 
managers – are more interested in the stability and longevity of the business: maintaining 
employment takes precedence over maximizing profit. Hetherington argues that the 
managerial preference for continuity and long-term growth over profit maximization 
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encourages development of the economy. In this manner, professional managers are 
already exercising social responsibility by default. While the divergence of interests 
between owners and management creates opportunity for social responsibility, 
Hetherington also notes that the addition of increased social responsibilities on the part of 
business management will make difficult the task of evaluating effective managerial 
performance. 
Accompanying further developments into the theory of CSR, researchers also 
begin to consider how to measure the social performance of business. Kreps (1962) 
initiated a discussion on this by reviewing traditional measures of the economy – e.g. 
gross national product – and concluding that they are inadequate for the purposes of 
measuring a firm’s individual performance, or the relative social responsibility of a firm. 
Kreps also addressed that CSR is still handicapped by the paradox between a business 
manager’s desire for limits on the behavior of constituent groups – labor, competitive 
imports, etc. – which may inhibit business growth, but not on their own behavior (Kreps, 
1962). 
 The 1970s sees the publication of one of the most important articles on CSR: 
Milton Friedman’s 1970 New York Times Magazine position piece titled “The Social 
Responsibility of Business is to Increase its Profits.” The boom years from the end of 
World War II in 1945 through 1969 saw 225 months of economic expansion versus only 
47 months of contraction. By the 1970s, stagflation had begun and the decade saw two 
recessions: one in 1970 and a second from 1974 through 1975 (NBER). The changing 
economy and recession contributes to a conservative cultural pushback against the social 
progressivism of the earlier two decades. The entirety of Friedman’s thesis is writ in the 
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title, but the author does go further to insist that while corporations – as artificial people – 
have responsibilities, it does not hold that business has social responsibilities. Any 
corporate spending on local communities or social problems is an extension of corporate 
goodwill, and as such, is in the corporation’s self-interest and is not CSR. This distinction 
between CSR and self-interested corporate goodwill is seen in additional literature 
published during the decade. Votaw (1972, 1973) argues that a socially responsible firm 
has greater consciousness, social awareness, and is more alert to social problems, which 
contributes to the corporation’s success in the long term. This is supported by Davis 
(1973) who claims that a socially responsible firm could preclude or prevent regulation 
by the government which would otherwise inhibit the decision-making ability of 
business. These arguments are in line with Friedman’s argument of goodwill in the self-
interest of business but do not limit the purpose of business to making as much money as 
possible. The role of CSR and the firm are broken down into the role of the business 
executive, the role of business in society, and the proper avenue for social change. 
Friedman (1970) claims the business executive is an employee of the shareholder, 
and when the executive spends money contrary to the wishes of the shareholder, it is in 
effect imposing a tax on the shareholder; the shareholder’s goal is to make as much 
money as possible while conforming to the rules of society. Davis (1973) counters this 
argument by proposing the scenario that business behavior which is not beneficial to a 
single stock owner may be beneficial to diversified stock owners (e.g. training a hard-
core unemployed individual who is able to contribute to multiple companies in which the 
stockholder may invest). Davis also argues that sensitivity to social issues will ensure a 
better community in which the business enterprise operates, and which will contribute to 
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long-run profit maximization. Davis does not see a businessman as a purely economic 
and rational actor, but, instead, has a hierarchy of desires beyond the economic success of 
the firm: once one goal is reached, another goal is sought. Votaw (1973) also argues that 
economics is too narrow a basis for determining decisions, but does acknowledge the 
economic advantage obtained by socially irresponsible firms should not be discredited in 
the short-run and that society will primarily judge private sector performance by profit. 
To counter this, Votaw argues that corporate leaders must be made aware of issues 
beyond economic concerns and social and environmental voices must be represented in 
the corporate structure, underlying a broader stakeholder theory of corporate governance.  
Votaw (1972) states that the changing role of the economy in a post-industrial 
society will bring a change in how society views economic actors: businesses and 
businessmen. The economy is not the focal point of a free and abundant society; freedom 
will surpass production. The progress of CSR will rely on an abandonment of the legal 
model of the corporation (where the only voice in the corporate structure is the 
shareholders’), and will include a broader group of stakeholders: lenders, suppliers, labor, 
and customers (Votaw, 1973). Adopting CSR will require large organizational and 
structural changes in the nature of the firm; social responsibility viewed as a response to 
current social pressures will not bring about systemic change (Votaw, 1973). This idea is 
more robustly described in a model published by Carroll (1979), which lays out the 
economic, legal, ethical, and discretionary areas of business performance and shows that 
the economic emphasis of a business firm is not a distinct from the social role. Social 
responsiveness exists on a continuum from no response (e.g. Friedman) to proactive (e.g. 
Davis) (Carroll, 1979). Carroll also stresses that social issues change over time and differ 
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from one industry to the next, an idea which Davis (1973) also supports. A business loses 
social capital if it does not hold responsibility which goes with the power it holds as a 
social institution (Davis, 1973). The resources business hold (money, expertise, talent, 
etc.) can turn problems into profits, and ensure the viability of business as a social 
institution (Davis, 1973). 
Finally, Friedman (1970) does not deny the existence of social responsibility, but 
his argument stresses that it is not the role of business to assume social responsibilities. 
Private competitive enterprise forces individuals to be responsible, and makes it difficult 
for people to be exploited for selfish gain; social responsibility is at the expense of the 
person who engages in it, not of business (Friedman, 1970). A counter argument to this is 
that social responsibility begins where the law ends, and is a firm’s acceptance of a social 
obligation beyond the minimum requirements of the law (Davis, 1973). This is also 
supported by Votaw (1972), who argues that changes in society have resulted in a change 
in how business leaders perceive and relate to the economy: where once business leaders 
viewed the economy as belonging to themselves, modern business understands that 
business leaders operate the economy, but it does not belong to them. Votaw further 
argues that changes in society have placed an expectation on corporate leaders to perform 
socially responsible behavior beyond an economic role as part of their function as 
business leaders. 
 The 1980s research into CSR showed further development in theory and concept, 
with the introduction of measures quantifying the effects of CRS on financial 
performance. Preston and Post (1981) refine the theory of CSR by considering what the 
appropriate scope of CSR is for a business, and also what goals should guide managerial 
 19 
 
decision making. Preston and Post (1981) suggest that a business enterprise has two 
levels of activity: primary and secondary. Primary activities are those which must be 
managed to maintain the business functions, such as employment/labor, supplier 
relationships, and assets. Primary activities are thus defined as not being the critical 
interactions between a business and its surrounding environment. Secondary activities are 
those which each firm must contend with as it defines its individual agenda of social 
concern. Preston and Post (1981) conclude that there is no single social performance 
agenda for all businesses. 
 This idea is taken further by Wartick and Cochran (1985), who argue that social 
responsibility is derived from recognizing the primary and secondary activities of a firm 
in society. The social responsiveness of a firm is determined by the capacity of the 
specific firm to respond to social pressures; social responsiveness is focused on action by 
a business, not the theory of how a business should respond (Wartick & Cochran, 1985). 
These ideas represent a transition from the theory of CSR to actual action on the part of a 
business, and how a business should decide what actions to undertake. Wartick and 
Cochran (1985) argue that the classical assumptions of economic responsibility are 
unrealistic because business exists at the pleasure of society and as such, must operate 
within the guidelines set by society. Short-term profit motives neglect the long-term 
consequences of profit maximization, and fail to recognize the relationship between a 
business manager and changing legal and/or political conditions (Wartick & Cochran, 
1985). 
 Alongside the developing theoretical arguments, researchers during the 1980s 
began to conduct quantitative studies to measure the outcomes and effectiveness of social 
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responsibility. A variety of methodological approaches are introduced to determine, first, 
how to measure social responsibility, and second, how best to evaluate financial 
performance in relation to social responsibility. 
 Cochran and Wood (1984) use accounting data to measure performance of 
socially responsible firms. They used a ranking of one through three to determine the 
relative social responsiveness of a firm, and then correlated the financial performance as 
defined by various accounting measures, such as the ratio of operating returns to assets, 
the ratio of operating earnings to sales, and excess market valuation. Their results show 
that the financial variable most strongly associated with CSR is asset age, and that the 
omission of asset age results in a very weak correlation of CSR and financial 
performance. They therefore suggest that firms with older assets have lower CSR ratings 
due to higher levels of pollution associated with older assets, and the greater cost of 
improving or retrofitting older assets to improve social performance. 
 Aupperle, Carroll, and Hatfield (1985) conducted a study which looked at the 
relationship between CSR and profitability using a survey based on Archie Carroll’s 
construct of CSR. The survey results show negative correlations between economic and 
legal issues and between economic and discretionary (ethical/philanthropic) issues. They 
note a strong inverse relationship between economic and ethical dimensions of social 
responsibility, and conclude that greater interest in economic responsibilities led to less 
interest in ethical ones (Aupperle et al., 1985). 
 Finally, a study by McGuire, Sundgren, and Schneeweis (1988) used data from a 
Fortune survey of corporate reputation to evaluate the financial performance of CSR. The 
study found correlations between CSR and stock market-based measures were 
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insignificant (McGuire et al., 1988). However, they also note that return on assets (ROA) 
and total assets show positive associations with CSR, supporting the research results of 
Cochran and Wood (1984). McGuire et al. (1988) also reviewed performance measured 
against risk, and found business performance tended to predict CSR outcomes better than 
risk. They conclude that accounting based measures (e.g. ROA) are better predictors of 
CSR than market measures. 
 In 1990s CSR studies focus mainly on how CSR applies to business management. 
The theoretical literature also considers not just the nature of CSR, but how it moves 
from theory into practice. Carroll (1991) examines the evolution of CSR from the mid-
20
th
 century through the end of the 1980s and notes how CSR moved from focusing on 
the obligation and motivation of businessmen to the action and performance of 
businesses. Carroll further develops his own theory of CSR by solidifying his pyramid of 
CSR into four tiers: economic responsibilities, legal responsibilities, ethical 
responsibilities, and philanthropic responsibilities. Much like Maslow’s needs hierarchy, 
a business will begin at the first tier (economic) and move progressively upward as the 
needs of each successive level are met. 
 Wood (1991) addresses the principles of CSR and how they relate specifically to 
a firm. Wood argues that CSR principles are not absolute standards, but are instead a 
structure of guidelines which are met in the context of a business’ cultural, 
organizational, and operation specifics. Therefore, CSR activities will vary from firm to 
firm. A business is not responsible for solving all social problems, but instead is 
responsible for solving problems they cause and helping to solve problems and social 
issues related to their business operations and interest (Wood, 1991). For example, 
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Facebook would have an interest in solving the social problem of “fake news” spread 
across its media platform, but not environmental pollution caused by coal burning 
generation plants. In this regard, Wood argues that stakeholders who lose confidence in 
the social performance of a firm related to their business activities will remove legitimacy 
from the firm in question and withdraw reciprocal benefits. An example of this would be 
Twitter account holders who cease to use the platform in response to a failure by Twitter 
to curb online harassment. 
 Pava and Krausz (1996) perform a meta-analysis to determine the possible 
reasons behind some of the relationships found in quantitative research linking CSR and 
positive financial results. They find five explanations across a spectrum, starting with 
socially responsible firms are identical to non-socially responsible firms. They suggest 
that one of the reasons for possible financial benefits of CSR was the concept was so 
loosely defined that any firm could potentially qualify or not, therefore CSR did not exist. 
Second, experiments to test CSR and non-CSR firms are not carefully designed or 
controlled, creating misleading results. Third, the deliberate pursuit of CSR goals causes 
better financial performance; a firm gives itself a competitive advantage by anticipating 
social and ethical changes which will result in legal changes. Fourth, firms which 
perform better financially can afford to pursue CSR goals. That is, CSR creating financial 
performance, financial performance allows CSR. This theory holds with Carroll’s 
pyramid of social responsibility, such that once a firm meets its economic and legal 
responsibilities it may entertain ethical and philanthropic ones. Fifth, the pursuit of CSR 
goals does not always bring about better financial performance. The particular 
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circumstances of the firm, culture, and environment all determine if CSR is financially 
beneficial. 
 Finally, Carroll (1998) combines his earlier work on the CSR pyramid with ideas 
put forth by authors such as Hetherington about the relationship between a firm, the law, 
and social responsibilities. Carroll argues that good corporate citizens are better paced for 
business continuity. Sound ethics from business management are needed because laws 
are not reflective of prevailing social norms. Laws emerge only after a need for them is 
perceived. A business is most concerned with laws governing relationships between the 
business and its stakeholders: employees, local communities, consumers, and the 
environment. Ethical responsibilities and philanthropy are in the best interests of a 
business because the business has a stake in civil discourse; negative or toxic corporate 
cultures slow down growth; business should be an example of how people are treated; 
and business can fill the void of diminished social organizations such as churches and 
social clubs. 
 The literature presented above presents a broad history of CSR. While the 
question of CSR and its role in business will not be settled by academics, the foundations 
have been firmly established as a matter of economic discourse and research. Next, recent 
theoretical positions of CSR will be reviewed. 
 
Recent Theoretical Positions of Corporate Social Responsibility 
 
The forgoing discussion on CSR indicates that in order to fully understand CSR, the 
concept itself must be defined. The literature on CSR is, however, extensive, and there is 
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no universal definition of CSR. The wide spectrum of theoretical positions makes it 
impossible for academics to arrive at a consensus about CSR.  
While many definitions exist for CSR (see Table 1 for some notable definitions), 
there are also several common features which are found repeatedly in those definitions. 
CSR can therefore be considered an umbrella term which includes a firm’s relationship 
with the following: community and social concerns, environmental concerns, extra-legal 
behavior, limiting negative externalities, generating extra profit, and ethics. Community, 
social concerns, and the relationship between the firm and society are the most common 
aspects in defining CSR. Just about every author understands that defining CSR requires 
recognition of relationship between the firm and society, and that the relationship should 
be mutually beneficial. While social concerns – those dealing directly with people – are 
frequently mentioned, environmental concerns are also raised often enough to be 
considered a central aspect of CSR. Another feature which is frequently mentioned is the 
extra-legal aspect of CSR: some literature underscores that CSR goes beyond compliance 
with law and regulation; CSR comprises additional activity undertaken by the firm which 
promotes social goals. A few definitions of CSR include basic concerns of business – 
generating profit and limiting negative externalities – which address the relationship of 
CSR to the firm and its primary function. Finally, almost all of the definitions – either 
implicitly or explicitly – address the concept of ethics. 
The selected definitions of CSR listed in Table 1 can be sorted into four broad 
categories: those which address social good, those which address ethical behavior, those 
which address damage control, and those which address added business value. 
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Table 1: Selected Modern Definitions of Corporate Social Responsibility 
Source Definition 
McWilliams, 
Siegel, &Wright 
(2006) 
Situations where the firm goes beyond compliance and engages in actions 
that appear to further some social good, beyond the interests of the firm and 
that which is required by law 
Gossling & Vocht 
(2007) 
CSR actually comprises the notion that organizations have to meet the 
expectations of society 
Bhattacharya, 
Korschun, & Sen 
(2009) 
A commitment to improve community well-being through discretionary 
business practices and contributions of corporate resources 
Lindgreen, 
Swaen, & 
Johnston (2009) 
Business decision-making related to ethical values, compliance with legal 
requirements, and respect for people, communities, and the environment 
Lindgreen, 
Swaen, & Maon 
(2009, 251) 
Continuing commitment by an organization to behave ethically and 
contribute to economic development while improving the quality of life of 
the employees and their families 
Vanhamme & 
Grobben (2009) 
Extent to which organizations meet the legal, economic, ethical, and 
discretionary responsibilities placed on them by various stakeholders 
Garcia-
Rodriguez, et al. 
(2013) 
A concept whereby companies integrate social and environmental concerns 
in their business operations and in their interaction with their stakeholders on 
a voluntary basis 
Jayachandran, 
Kalaignanam, & 
Eilert (2013) 
Efforts undertaken by a firm to prevent, limit, or redress either the negative 
externalities of its operations or broader social problems not necessarily of 
its own creation 
Lech (2013) 
Firms undertake voluntary obligations for workers, consumers, suppliers, 
and local communities concerning social and environmental dimensions of 
their economic activities 
Lindgreen & 
Swaen (2013) 
A behavior that is alleged by a stakeholder to be expected by society or 
morally required and is therefore justifiably demanded of a business 
Toth & Wasielski 
(2013) 
CSR is the ethical behavior of a company toward society; includes social 
impacts but also environmental ones and stresses more precisely the non-
economic responsibilities 
Dougherty & 
Olsen (2014) 
Practices that corporations employ to facilitate a positive impact on the host 
community 
Filatotchev & 
Nakajima (2014) 
CSR is about ways to develop a constructive relationship between business 
and society; goes beyond compliance with law and may include actions that 
signal a firm's willingness to advance the goals of shareholders, NGOs, or 
broader social objectives 
Jones 
Christensen, 
Mackey, & 
Whetten (2014) 
Actions by the firm that appear to advance the promotion of some social 
good beyond the immediate interests of the firm, its shareholders, or the law; 
an investment so compatible with profitability that business should convert 
social responsibilities into business opportunities 
Williams (2014) Creating sustainable value for all key stakeholders, both internal and external 
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McWilliams, Siegel, and Wright (2006), Gossling and Vocht (2007), 
Bhattacharya, Korschun, and Sen (2009), Dougherty and Olsen (2014), and Filatotchev 
and Nakajima (2014) all stress the social good of CSR in defining the concept. The social 
good aspect of CSR is noted by recognizing that the expectations of the business are not 
limited to strictly business affairs, there exist societal expectations to which a business 
must conform, and the business’ CSR activities will create added value to the society in 
which the firm exists. These definitions are expanding on the belief that CSR is a 
beneficial act by the corporation towards the society in which it participates. The idea of 
CSR as social good can be traced back to the work of Frederick (1960), which stressed 
that the collapse of the laissez-faire economy resulted in a social structure which required 
the balance of power between competing social interests within the business’ sphere of 
influence. The firm is not just a part of society, but a contributor, and as such, the firm 
has obligations towards the society which exceed those of profit making activities. 
Lindgreen, Swaen, and Johnston (2009), Lindgreen, Swaen, and Maon (2009), 
Vanhamme and Grobben (2009), Lindgreen and Swaen (2013), and Toth and Wasielski 
(2013) all stress the ethical nature of CSR in their respective definitions. The foundations 
of CSR as a form of social ethics begins with Dodd (1932) who argues that public 
functions of business beget public responsibilities. This argument is repeated by Abrams 
(1951) and Davis (1961, 1967) who stress that there are duties inherent to the profession 
of a businessman, and CSR is an extension of ethical norms, respectively. These 
definitions are distinct from those stressing social good because they specifically mention 
ethics in such a way that the firm has a set of moral principles to which it must adhere. 
The social good addresses the outcome of the CSR, while ethics emphasize the 
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underlying basis for the CSR. An ethical principle is based in an underlying knowledge 
of what is correct behavior on the part of the firm. 
Garcia-Rodriguez, et al. (2013), Jayachandran, Kalaignanam, and Eilert (2013), 
and Lech (2013) all address the concept of damage control when defining corporate 
social responsibility. These three definitions include the concepts that CSR is voluntary, 
preventative, and limited to business activities and the potential impact of those activities. 
These definitions are philosophically aligned most with Friedman (1970), who did 
acknowledge that corporate goodwill does happen, however it is a result of self-interested 
motives and is not CSR. In these definitions, CSR is not a progressive function 
undertaken by business for the benefit of a community in which the business exists, but 
rather a necessary function of protecting the business from those negative externalities of 
doing business. 
Finally, Jones Christensen, Mackey, and Whetten (2014) and Williams (2014) 
discuss the business value of CSR in their respective definitions. These two definitions 
emphasize the value-added benefit to the business, notably by converting social 
programming into business opportunity. This idea was touched on by Levitt (1958) when 
he proposed CSR as a form of added value, namely by using employee benefits as a way 
to attract and maintain a well-qualified workforce. In this sense, the CSR is not a function 
of responsibility towards society, nor a morally derived set of behaviors, nor a 
counteraction to negative by-products of business, but, rather, an opportunity for the 
business to enhance their own bottom line. CSR is here subverted into another part of the 
firm’s profit generation. 
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Given these common features in the multiple definitions of CSR, this thesis will 
contribute to the discussion by attempting to combine the various features of CSR and 
offer a comprehensive definition of CSR: a relationship between a firm and society which 
addresses the firm’s social responsibility outside of legal mandates and includes both 
people-centric and environmental-centric foci, are ethically derived from social norms, 
and may create additional value for the firm. 
Much like the case with defining CSR, the literature posits multiple theories as to 
why CSR is practiced by a firm. Some of these theories support CSR as a social contract; 
others reject it as a violation of the purpose of a firm; and others still fall between those 
two extremes. While the theories espoused on CSR do show a wide range of opinions, the 
recent theories are more expansive in the definition of a firm and how a business interacts 
with society. None of the literature reviewed makes the claim that a firm is a self-
contained entity with no responsibility towards the greater social good; rather, the various 
opinions of CSR is to what degree, and in what manner, a business is responsible to 
society. 
 Within the CSR theories, there are two broad categories into which the theories 
fall: business opportunistic and social opportunistic theories. The business opportunistic 
theories hold onto the conclusion that CSR is ultimately good for the firm, and improves 
the profit making ability of the firm by enhancing reputation, improving customer 
satisfaction, and creating more favorable market conditions for itself, either by creating 
new products through CSR or improving market position relative to competitors. The 
business opportunistic theories include agency theory, business case theory, 
differentiation theory, instrumental theory, resource-based theory, and shareholder value 
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theory. Social opportunistic theories remove the profit-generating goal from CSR, and 
instead focus on the firm as a part of the larger social fabric which has responsibilities to 
society. The social opportunistic theories include altruistic theory, institutional theory, 
managerial theory, and stakeholder theory. 
There is no doubt that CSR is an integral part of a firm. Whether the firm is 
utilizing CSR for purposes of improving the bottom line, or as an altruistic gesture to the 
surrounding community, CSR is a form of strategic investment which aids in the survival 
of the firm (McWilliams, Siegel, & Wright, 2006). CSR represents a method of 
reputation building or maintenance which underscores the goods and services produced. 
The strategic investment and reputation building inherent in CSR is due to the influence 
on the firm of various stakeholders which have their own interests vested in the activities 
and outcomes of the firm. The CSR then, in part, enables the firm to meet obligations it 
has to these stakeholders (Lindgreen & Swaen, 2013). By addressing the stakeholders as 
constituents within the social fabric in which the firm also exists, the firm can foster a 
dialogue which addresses the needs of the stakeholders, its own needs, and create 
engagement with the community while also maintaining the goods and services it 
produces for profit.  
 As a result of the both the multiple definitions and theories of CSR, there are 
multiple purposes by which a firm would utilize CSR, depending on the outcome the firm 
is seeking. One such purpose of CSR is to position a corporate brand in the eyes of both 
consumers and other stakeholders (Lindgreen & Swaen, 2013). In this manner, CSR can 
be used to influence consumers into purchasing the firm’s goods and services versus 
those of another firm because of the prestige associated with CSR activities. An example 
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of this would be a consumer which refuses to purchase sneakers and athletic wear 
produced by Nike, because of the damaging labor practices used by Nike to produce 
goods. 
 Similarly, firms engage in CSR activities because managers believe that CSR will 
elicit company-favoring responses from stakeholders (Bhattacharya, Korschun, & Sen, 
2009). This may extend beyond consumers to securing investment or influencing 
regulation which could improve the firm’s competitive advantage. For example, a firm 
may attract more investment for a new venture based on the reputation gained through 
CSR for sustainable, responsible business activities. Or, a firm with a reputation for 
positive labor relations with its employees may lobby successfully for legislation which 
would improve employee rights and compensation, knowing the legislation would have a 
minimal impact on its own bottom line, but which may have a greater impact on the 
profit-making of its competitors.  
 A third example of the purpose of CSR is firms utilizing CSR to create an image 
that business enterprise activities are beneficial to society; this image is deliberately 
established to protect the firm’s dominant position in society (Jo, 2011). In this regard, 
CSR is measured by the instrumental value CSR creates for the firm, not by moral 
considerations (Filatotchev & Nakajima, 2014). An example of this would be the 
environmental protections a company such as British Petroleum (BP) would engage in 
after a major environmental disaster in 2010. The disclosure regarding the environmental 
CSR is used to legitimize the operation of the firm in an environmentally sensitive 
industry (Fernandez-Feijoo, Romero & Ruiz, 2014), and as a result, stakeholders and 
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consumers are more likely to overlook the negative aspects of the firm’s activities and the 
firm can, in return, survive without altering its essential practices. 
 
 Economic Responsibilities. 
 
A shallow understanding of the firm would be to reduce it to the concept of a firm as a 
rational economic agent, a stand-alone entity isolated from a broader social context. 
While this present study ultimately rejects such a view, it is important to examine the 
purely economic rationale behind the firm and how such a conception fails to address the 
role of a firm, and, more specifically of CSR. 
 The most popular treatise on the responsibilities of a business (firm) is the 
argument posited by Milton Friedman in the New York Times Magazine in 1970, which 
deserves in depth analysis. Friedman claims that 
there is one and only one social responsibility of business – to use its 
resources and engage in activities designed to increase its profits so long 
as it stays within the rules of the game, engages in open and free 
competition without deception or fraud (para. 33). 
Friedman (1970) goes on to express that only people have responsibilities, not 
corporations. As the corporate executive is an employee of the owners of the business 
(the shareholders), the executive’s responsibilities are to conduct the business in 
accordance with their desires (Friedman, 1970). This argument is consistent with the 
shareholder value theory of the firm, namely that the business’ ultimate responsibility is 
to the shareholders and the shareholders’ ultimate goal is economic gain. Friedman then 
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argues further that social responsibility encourages the executive to act in a manner not in 
the interest of the employers (shareholders). The thesis of his argument centers on a 
shareholder’s only involvement in the business as a profit-making enterprise, and as such, 
the shareholder would reject any decision which would interrupt the profit making ability 
of the business. 
 Friedman (1970) also addresses the self-interest of a business investing in a 
community by rejecting goodwill as a means without an end, but rather as a by-product of 
expenditures made by the business entirely within its own self-interest. Therefore, any act 
of corporate beneficence towards a community is already within its own economic self-
interest, not outside of it, and therefore is not an act of social responsibility but strategic 
self-investment and generation of goodwill. The act of social responsibility, which 
Friedman ultimately rejects, is a form of socialism. For example, expenditures to reduce 
pollution beyond the amount which is in the best interests of the corporation or those 
required by law are considered socialist because they are a social tax imposed on the 
business by the society, using political mechanisms, rather than market forces to allocate 
the business’ resources. In Friedman’s view, this approaches fraud on the part of the 
business, as it is not acting in its own self-interest, or is adding value to society through 
its stated purpose (profit-generation), but is instead acting against its own self-interest for 
the purposes of addressing social pressure. 
 Friedman’s view has been challenged by other researchers who examine the 
economic responsibilities of a firm as it relates to CSR and who take a more expansive 
definition of a business’ role in, and involvement with, society. As a society changes – in 
economic performance, national security, etc. – the expectations of the society will also 
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adjust and conform to the surrounding social milieu. This in turn will influence 
expectations of society and influence how social performance is defined, how it involves 
firms, and how it encompasses CSR (van Beurden & Gossling, 2008). While researchers 
have acknowledged that the generation of profits is a responsibility of the firm, they have 
not stopped at defining it as the only responsibility of a firm. Rather, theorists have 
posited that a firm has a hierarchy of responsibility, which begins with survival (fulfilled 
by corporate profits), next moves to safety (fulfilled by dividend policy and shareholder 
relations), followed then by affiliative needs (fulfilled by participation in trade 
associations, lobby groups, etc.) (Balabanis, Phillips, & Lyall, 1998). Only once a 
business has met its organizational needs of establishment and legitimacy can it address 
its role in society by participating in CSR (Balabanis et al., 1998). Therefore, CSR is not 
a violation of a firm’s purpose, but a natural part of its evolution in the society which 
supports the business. A business will not be successful in the long-term if it does not 
pursue policies, decisions, or actions which are desirable to the objectives of the society 
in which it exists (Balabanis et al., 1998). It is in the firm’s best interests, therefore, to 
recognize its relationship with society as well as its relationship to the owners. A business 
is an agent of society, and therefore must act in the best interests of that society, not only 
in an insular relationship between it and the shareholders. 
 The economic impact of CSR has received attention in recent years, with multiple 
studies conducted to measure its effects on the bottom line of a business. A meta-analysis 
of literature during the 1980s, 1990s, and early 2000s by Marc Orlitzky (2008) attempted 
to derive the causal features behind corporate citizenship (here encompassing CSR and 
organizational processes such as stakeholder management) and financial performance. 
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While reviewing the literature, Orlitzky found six general causes for the positive 
association of CSR and financial performance: (1) enhancement of the organizational 
reputation, (2) improvement of internal resources and skills, (3) increased costs for 
competitors, (4) attracting/retaining a superior workforce, (5) increasing sales revenues, 
and (6) reducing business risk. Multiple studies have indicated that ethical investors are 
willing to pay a premium for those businesses with high CSR activity, as well as 
customers willing to pay a premium for products they find to be from reputable 
businesses. Practicing CSR is also linked to improved managerial decision making, as it 
reinforces the need for stakeholder management and balancing competing priorities. 
Businesses which practice CSR can also raise their competitors’ costs by promoting and 
supporting regulation which supports those CSR practices they excel in, or are able to 
manage at low cost, which their competitors do not have such an advantage in. As with 
investors and customers, CSR is also found to have a reputational impact on employees, 
as they are more attracted to high-CSR value firms, and increases the labor pool of 
prospective employees. Finally, inverse correlations have been found between business 
risk and CSR, because CSR practices allow businesses to anticipate and mitigate 
environmental and other social issues better than those firms which do not practice CSR. 
 
Governance and Legal Responsibilities.  
 
CSR cannot be implemented without first considering the structure and character of the 
management which organizes the activities of the firm. While the firm is more than just a 
collection of individuals with a common economic goal, the firm does have a 
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“personality” which is influenced by, and influences, the management team which is 
responsible for the mission of the firm. 
 Long-standing CSR activities within a firm can often be traced to the founders. 
Research has indicated that the effect of socially conscious founders lasts decades within 
a firm, even beyond a founder’s departure (Jones Christensen, Mackey, & Whetten, 
2014). Those firms where a founder imprinted CSR activities have higher CSR scores 
today than those firms which adapted CSR practices after the time of the founder (Jones 
Christensen et al., 2014). One possible explanation for this phenomenon is the effect of 
CSR on firm’s reputation. A firm which has established itself as promoting a strong CSR 
environment will attract employees and management which are more inclined to work for 
a firm which espouses those values. In that regard, the foundation of CSR with the 
foundation of a firm helps perpetuate CSR after the founder has left the organization. 
 The board of directors is another influential participant in the degree and nature of 
CSR. A firm with a stakeholder-aware board will be more likely to rely on strategic, 
rather than financial, concerns (Filatotchev & Nakajima, 2014). As a result, those firms’ 
boards will be less concerned with short-term financial performance, and rather are 
focused on issues relating to long-term sustainability, growth in the market share, and 
local stakeholder support (Filatotchev & Nakajima, 2014). These diverse boards are more 
likely to be in tune with the attitudes and priorities of stakeholder groups, and therefore 
less likely to focus on short-term financial goals (Filatotchev & Nakajima, 2014). A 
board of directors which is diverse and responsive to stakeholder priorities will be more 
likely to support CSR activities because they will see the benefit of incorporating CSR 
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into long-term sustainability for the firm, and also using CSR as a way of engaging 
stakeholder concerns with the firm’s activities. 
 Management within the firm is an essential component of supporting CSR, 
because management is ultimately responsible for organizing the mission and delivery of 
the firm’s activities. Managers are hired and monitored by stakeholders in the firm. 
Because a manager is responsible to the firm’s stakeholders, they will likely have a set of 
values which addresses the needs and interests of those stakeholders, and how those 
stakeholders will be affected by the manager’s decisions regarding the firm (Filatotchev 
& Nakajima, 2014). Stakeholders, in this manner, can influence the nature and level of 
CSR by influencing the management which is hired to manage the firm. A manager with 
strong ties to the stakeholder community, and who is concerned with the firm’s 
relationships with stakeholders, will be more likely to engage in positive CSR. These 
managers are likely to pursue more proactive approaches to CSR, which go beyond 
seeking economic returns for doing good, by trying to integrate social and environmental 
issues into the formal and informal processes of the firm (Filatotchev & Nakajima, 2014).  
Conversely, research has shown that managers with intrinsic needs to put forth a 
moral image are more likely to engage in moral licensing behavior, which results in prior 
moral behavior being used to justify current or future irresponsible behavior (Jones 
Christensen, Mackey, & Whetten, 2014). A manager who is inwardly focused and 
concerned about reputation – and has the narcissism to consider themselves moral 
without validation from a larger stakeholder community – is more likely to engage in 
negative CSR in response to crises or corporate scandals. This may be because those 
managers with “dark side” traits – narcissism, hubris, dominance – while possibly 
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bringing more financial benefits to the firm, fail to inspire followers to engage in 
prosocial behaviors which are necessary to sustain and promote CSR (Jones Christensen 
et al., 2014). 
In addition to the founders, the board of directors, and the management, the firm’s 
structural controls regarding compensation may also have an effect on the degree and 
nature of CSR. Research has shown that firms’ with a heavy emphasis on financial 
controls and with strong financial performance pressures may contribute to poor 
managerial decision making (Filatotchev & Nakajima, 2014). BP is again an example of 
how negative firm structures can influence negative returns on CSR. In this example, the 
corporate financial pressures within BP influenced management to select the least-cost 
operator for its offshore wells, which contributed to a poor outcome. Another structural 
control may be the very level of management training by the firm’s executives. 
Filatotchev and Nakajima (2014) also show that the greater the extent of formal 
management training, the greater the potential for corporate irresponsibility. This may be 
due the emphasis of business schools on the profit-making mission of the firm, and the 
lack of interdisciplinary education regarding the role of the firm in larger communities. A 
myopic focus on the purpose of a firm will result in a limited view of a firm’s potential, 
and will result in reduced utilization of positive CSR. By opening up the considerations 
of a firm’s purpose in society, business education allows for the additional possibility of 
future managers recognizing that a firm is one possible vehicle for social services through 
the use of CSR. 
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Further Research Opportunities 
 
While considering the history of CSR, it has become clear that no single definition will 
ever be agreed upon. However, this should not stop the effort of creating and determining 
parameters within which CSR is to be considered legitimate and separate from purely 
economic business activities. Also, further investigation into the relationship between 
CSR and financial performance should be considered, with greater longitudinal studies 
reviewing stock performance, earnings, and additional accounting measures of financial 
performance. Most studies reviewed were for less than five years, which is inadequate to 
address the long-term business stability held as a benefit of CSR by many theorists. 
Finally, meta-analysis of research gathering and collating the totality of CSR literature 
and theory would be beneficial. There exists almost 100 years of debate on the subject 
and a greater perspective on the topic would add value to defining and structuring further 
research. 
 Another area of potential research would be cross-cultural studies of CSR as 
practiced and legislated in other countries. India, for example, has a mandatory CSR law 
which requires philanthropic contributions of corporations meeting certain financial 
benchmarks. A review of the CSR practices in India versus those in the United States, the 
United Kingdom, and in European countries would add insight into CSR. 
 In the next three chapters the economic impact of CSR on a business will be 
examined. First, the data source and methodology will be described, followed by results. 
Then a conclusion will be put forward determining if there exists an additional economic 
measure of CSR.  
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Chapter 3  
Measurement of CSR’s Impact on Financial Performance 
 
The measurement of CSR and financial performance will shed light on CSR if it, as 
practiced under the definition of the Dow Jones Sustainability Index North America 
Composite Index (DJSI-NA), has a positive financial benefit on the stock price of those 
companies which participate in the index. This section begins with a discussion of the 
data used for this analysis and the history of each index. The data used was selected to 
evaluate if CSR has a net positive benefit on one of the more visible signals of financial 
performance, a corporation’s stock price. This approach would be suitable because both 
the index data and stock price data are readily available, can be measured over long 
periods of time, and allows for more robust data trend analysis. The use of index value 
and stock price will also add to an understanding of the benefits of CSR in a way that is 
more visible to the average investor than more technical analyses.  
 
Data Sources and Collection Methods 
  
The Dow Jones Sustainability Index North America Composite Index (DJSI-NA) will be 
used to evaluate the financial performance of CSR. The DJSI was created in 1999 and 
launched as a benchmark in environmental, social, and corporate governance (ESG) 
investing (S&P Dow Jones Indices, 2017). The DJSI is designed to “[track] the stock 
performance of the world’s leading companies in terms of economic, environmental, and 
social criteria” (RobecoSAM, 2013). The index originally consisted of a DJSI World 
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index, and has broadened to include three world indices, four regional indices, and five 
country-specific indices (S&P Dow Jones Indices, 2017). Regional and country-specific 
indices have their own criteria for evaluation and inclusion, and are not considered sub-
sets of the DJSI World indices. The DJSI-NA index composition begins with an Invited 
Universe: the 600 largest U.S. and Canadian companies in the S&P Global BMI with a 
market capitalization above USD 500 million are invited to participate in the Corporate 
Sustainability Assessment. 
 The Dow Jones Industrial Average (DJIA) is a price-weighted stock index of 30 
blue-chip companies from all industries, excluding utilities and transportation (S&P Dow 
Jones Indices, 2018a). The index was founded in 1896 and is considered a benchmark 
indicator of the U.S. economy. The DJIA index is determined from S&P500 securities. 
Companies are added to the DJIA by a qualitative selection process: reputation, growth, 
and interest to investors are considered, along with sector representation. 
 The S&P 500 is a stock index of 500 leading U.S. companies, covering about 80 
percent of available market capitalization (S&P Dow Jones Indices, 2018b). The S&P 
500 was created in 1957; inclusion is limited to U.S. companies with a market 
capitalization of at least USD 6.1 billion. Along with the DJIA, the S&P 500 is 
considered a leading measure of the performance of the U.S. economy as a proxy of the 
U.S. equity market (S&P Dow Jones Indices, 2018c). Eligibility for inclusion in the S&P 
500 requires that a company file a 10-K report, a plurality of total revenues and fixed 
assets are held by the U.S. portion of the company, and the company’s primary listing is 
on an eligible U.S. stock exchange (e.g. NYSE). 
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 Finally, the NASDAQ is the world’s first electronic stock market, founded by the 
National Association of Securities Dealers and launched in 1971 (Nasdaq, 2017; Terrell, 
2006). The stock exchange lists over 3,700 companies from 35 countries, with a market 
capitalization in excess of USD 10 trillion. The NASDAQ Composite Index measures all 
the NASDAQ domestic and international common stocks listed on the NASDAQ stock 
exchange (Nasdaq, n.d.). The NASDAQ Composite Index’s inclusion criteria state that a 
company’s U.S. listing must be exclusively on the NASDAQ and be one of a limited type 
of security (e.g. common stock, ordinary shares, tracking stocks).  
 
Measures of Financial Performance 
 
Using the four indices mentioned above, two research questions will be considered for 
this study: does participation in CSR cause a financial index to perform better than 
traditional stock indices; and, does inclusion in a CSR index produce a financial benefit 
to the stock price of a corporation? The first question will examine a stock index – the 
DJSI-NA – against the DJIA, the S&P500, and the NASDAQ Composite. The second 
question will look at the performance of a sample of stocks listed in the DJSI-NA before 
and after inclusion in the index to determine if inclusion contributed to an improvement 
in the financial performance of the stock. Stock indices and stock prices are used to 
evaluate the financial performance of CSR because of the effects of market psychology 
on stock price. If CSR activities are viewed positively by the market, then the stock price 
of those corporations engaging in CSR will increase. The implications of the results will 
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be to show if CSR has a positive financial benefit for those corporations which perform 
CSR.  
 The first analysis takes a ten-year data sample from each of the DJSI-NA, DJIA, 
S&P 500, and the NASDAQ Composite between January 1, 2008 and December 31, 
2017 and compares the performance of each index against the others. Monthly growth 
rate is measured for every month in the sample and then compared to each other index. 
This will illustrate how the DJSI-NA performs in comparison to the other indices in terms 
of growth and volatility. Next, the relative performance is calculated by comparing the 
percentage point performance difference of the DJSI-NA against the equivalent month’s 
performance for each stock index in the study. This will determine if the DJSI-NA 
performed better or worse than each of the traditional indices during the sample period. 
 The second analysis looks at a sample – ten each – of corporations included in the 
DJSI-NA index, and those removed from it. One- and five-year growth in the stock value 
is measured before and after inclusion in the index, as well as before and after removal 
from the index, respectively. The year 2005 is used as a base year and is not included in 
the inclusion/removal analysis. The first ten corporations added and removed from the 
index are selected for analysis; each corporation must be included for the full five years 
after inclusion or not be readmitted for the full five years after removal. This analysis will 
be used to show if inclusion in the DJSI-NA has a net positive financial benefit on 
corporations which implement CSR practices.  
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DJSI-NA versus DJIA, NASDAQ Composite, and S&P 500 
 
The first comparison of the DJSI-NA against the DJIA, NASDAQ Composite, and S&P 
500 shows that the DJSI-NA grows neither faster nor slower than any of the other 
comparison indices (see Table 2 and Appendix A for further detail). Monthly growth rate 
was calculated by taking the month-over-month difference between two month-end index 
values, over the prior month’s value. Next, monthly growth was summarized showing the 
highest, lowest, and average monthly growth rates for each year of the analysis. This 
calculation was performed for each of the DJSI-NA, DJIA, NASDAQ, and S&P 500 
indices. 
Over the entire study period (2008 – 2017), the DJSI-NA had a lowest monthly 
growth rate of -18.60% in October 2008 and a highest monthly growth rate of 7.10% in 
March 2016. The comparison indices had the following results: the DJIA had a lowest 
monthly growth rate of -14.06% in October 2008 and a highest monthly growth rate of 
9.54% in October 2011; the NASDAQ Composite had a lowest monthly growth rate of -
17.35% in October 2008 and a highest monthly growth rate of 12.35% in April 2009; and 
the S&P 500 had a lowest monthly growth rate of -16.94% in October 2008 and a highest 
monthly growth rate of 10.77% in October 2011. 
 
Table 2: Monthly growth rate by year of the DJSI-NA, DJIA, NASDAQ Composite, and 
S&P 500 indices between January 2008 and December 2017 
Monthly Growth Rate 
    DJSI-NA DJIA NASDAQ S&P500 
Overall 
Lowest -18.60% -14.06% -17.35% -16.94% 
Average 0.51% 0.65% 1.02% 0.65% 
Highest 9.93% 9.54% 12.35% 10.77% 
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Monthly Growth Rate 
    DJSI-NA DJIA NASDAQ S&P500 
2008 
Lowest -18.60% -14.06% -17.35% -16.94% 
Average -3.70% -3.13% -3.41% -3.58% 
Highest 2.70% 4.54% 5.87% 4.75% 
2009 
Lowest -11.18% -11.72% -6.68% -10.99% 
Average 2.19% 1.64% 3.25% 1.97% 
Highest 9.08% 8.58% 12.35% 9.39% 
2010 
Lowest -8.43% -7.92% -8.29% -8.20% 
Average 0.99% 0.99% 1.51% 1.15% 
Highest 7.73% 7.72% 12.04% 8.76% 
2011 
Lowest -6.93% -6.03% -6.42% -7.18% 
Average -0.07% 0.53% -0.05% 0.10% 
Highest 9.93% 9.54% 11.14% 10.77% 
2012 
Lowest -6.63% -6.21% -7.19% -6.27% 
Average 0.62% 0.62% 1.32% 1.10% 
Highest 3.74% 3.93% 8.01% 4.36% 
2013 
Lowest -3.74% -4.45% -1.52% -3.13% 
Average 1.87% 2.01% 2.77% 2.21% 
Highest 5.63% 5.77% 6.56% 5.04% 
2014 
Lowest -4.51% -5.30% -2.53% -3.56% 
Average 0.76% 0.63% 1.09% 0.93% 
Highest 4.03% 3.97% 4.98% 4.31% 
2015 
Lowest -6.73% -6.57% -6.86% -6.26% 
Average -0.40% -0.12% 0.56% 0.01% 
Highest 8.51% 8.47% 9.38% 8.30% 
2016 
Lowest -5.10% -5.50% -7.86% -5.07% 
Average 1.04% 1.10% 0.68% 0.80% 
Highest 7.10% 7.08% 6.84% 6.60% 
2017 
Lowest -0.56% -0.72% -0.94% -0.04% 
Average 1.47% 1.90% 2.11% 1.50% 
Highest 3.52% 4.77% 4.30% 3.72% 
Total Occurrences 
Lowest 2 3 4 1 
Highest 1 1 8 0 
 
Note: Adopted from https://fred.stlouisfed.org/series/DJIA, https://us.spindices.com/indices/equity/dow-
jones-sustainability-north-america-composite-index, https://fred.stlouisfed.org/series/SP500, 
https://fred.stlouisfed.org/series/NASDAQCOM. 
 
 Considering the monthly growth rate of the four indices, the DJSI-NA does not 
show increased or decreased volatility versus the other three indices. Of the ten years 
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reviewed, the DJSI-NA has the greatest negative monthly growth rate in two of the ten 
years, versus three for the DJSI, four for the NASDAQ Composite, and one for the S&P 
500. For highest monthly growth rate, the DJSI-NA has the greatest positive monthly 
growth rate in one of the ten years, versus one for the DJIA, eight for the NASDAQ 
Composite, and none for the S&P 500. 
 Compared with the DJIA, S&P 500, and the NASDAQ Composite, the DJSI-NA 
shows less volatility than either the DJIA and the NASDAQ Composite, but not the S&P 
500. This may indicate that corporations which practice sustainability are also concerned 
with stability, and management makes less risky decisions. This result is consistent with 
the research theories of Filatotchev and Nakajima (2014), and Jones Christensen et al., 
who discussed the nature of management, the adoption of CSR, and the outcomes of 
financial performance. 
 The relative performances of the four indices show the extent to which the DJSI-
NA is consistent when compared to the performance of the other three indices (see Table 
3 and Appendix B for further detail). Relative performance was calculated by finding the 
percentage point difference between the DJSI-NA and each of the DJIA, NASDAQ, and 
S&P 500 composite indices. The results were then plotted with the highest, lowest, and 
average monthly relative performance each year of the analysis to determine which stock 
index the DJSI-NA most closely approximated. 
Over the study period, the DJSI-NA had a relative performance versus the DJIA 
between -4.54 percentage points in October 2008 and 3.35 in May 2009. The DJSI-NA 
had a relative performance between -4.66 percentage points in December 2009 and 4.77 
in March 2014 versus the NASDAQ Composite. Finally, the DJSI-NA had a relative 
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performance between -2.19 percentage points in January 2015 and 2.11 percentage points 
in May 2009. 
 
Table 3: Monthly relative performance by year of the DJSI-NA versus the DJIA, 
NASDAQ Composite, and S&P 500 indices between January 2008 and December 2017 
Monthly Relative Performance 
    DJIA NASDAQ S&P500 
Overall 
Lowest -4.54 -4.66 -2.19 
Average -0.14 -0.51 -0.14 
Highest 3.35 4.77 2.11 
2008 
Lowest -4.54 -3.46 -2.05 
Average -0.57 -0.29 -0.13 
Highest 2.64 3.92 1.16 
2009 
Lowest -1.76 -4.66 -0.74 
Average 0.55 -1.06 0.23 
Highest 3.35 4.09 2.11 
2010 
Lowest -1.28 -4.31 -1.02 
Average 0.00 -0.52 -0.16 
Highest 1.26 1.69 0.53 
2011 
Lowest -1.86 -1.98 -1.22 
Average -0.60 -0.02 -0.17 
Highest 0.38 1.76 1.02 
2012 
Lowest -0.93 -4.27 -1.63 
Average 0.00 -0.70 -0.48 
Highest 0.98 2.38 0.28 
2013 
Lowest -1.28 -2.73 -0.63 
Average -0.14 -0.90 -0.34 
Highest 1.25 1.57 0.59 
2014 
Lowest -1.56 -2.77 -1.30 
Average 0.13 -0.33 -0.17 
Highest 1.61 4.77 1.54 
2015 
Lowest -1.60 -3.16 -2.19 
Average -0.29 -0.96 -0.41 
Highest 2.29 1.82 1.80 
2016 
Lowest -1.46 -3.12 -0.83 
Average -0.06 0.36 0.24 
Highest 1.00 3.44 1.23 
2017 Lowest -2.59 -2.90 -0.74 
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Average -0.42 -0.63 -0.02 
Highest 0.89 2.45 1.03 
Total Occurrences 
Lowest 1 9 0 
Highest 1 9 0 
 
Note: Adopted from https://fred.stlouisfed.org/series/DJIA, https://us.spindices.com/indices/equity/dow-
jones-sustainability-north-america-composite-index, https://fred.stlouisfed.org/series/SP500, 
https://fred.stlouisfed.org/series/NASDAQCOM. 
 
  
Considering the month-over-month relative performance of the three comparison 
indices, the DJSI-NA performed most consistently with the S&P 500: during the study 
period, the S&P 500 relative performance shows the least volatility of the four indices 
and the DJSI-NA performed most consistently when compared to the S&P 500. The 
NASDAQ Composite showed the most variable relative performance versus the DJSI-
NA: in the ten-year study period, the NASDAQ Composite had nine of ten annual lowest 
relative performance values and nine of ten highest relative performance values. 
Measuring the relative performance of each index underscores the results of measuring 
the growth: the DJSI-NA shows less volatility than the other three indexes and is 
consistent with a management style of corporations which have a broader view of the 
purpose of a corporation than just pure financial performance. 
 This thesis began with a hypothesis that CSR has a net positive financial impact 
on a corporation’s stock price. The results of the first analysis support this hypothesis. 
While the DJSI-NA did not perform better or worse than the other three indices reviewed, 
it did show the highest level of stability. These findings are consistent with Orlitzky’s 
(2008) study which shows that causal links between CSR and financial performance are 
the reduction of business risk, improving internal resources and skills, and maintaining a 
well-qualified workforce. One reason the DJSI-NA did not out-perform the DJIA or the 
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NASDAQ-Composite may be the differing compositions of the indices: the DJIA is 
composed of fewer stocks than the DJSI-NA, and the NASDAQ Composite is limited 
only to technology stocks. In the current economy, technology stocks are experiencing 
the highest growth of all industries, while a more varied index – such as the DJSI-NA – 
will show more stable, albeit slower, growth. 
 In what follow, an analysis will examine the effect of inclusion and removal from 
the DJSI-NA on individual stock prices will be examined by looking at growth before 
and after the stocks join and leave the index. 
 
Stock Performance Before, During, and After Inclusion in the DJSI-NA 
 
The first analysis compared the growth rates of ten stocks from five and one years prior 
to the date they were added to the DJSI-NA, and again one and five years after inclusion 
(see Figure 1). The year reviewed was 2006 and results showed that one year after 
inclusion in the DJSI-NA there was growth in eight of the ten sampled stocks, ranging 
from seven to 42 percent growth year-over-year. Five years leading up to inclusion in the 
DJSI-NA the sampled stocks showed growth ranging from negative 11 percent to 173 
percent over the five-year period. One year prior to inclusion, the sample shows growth 
for seven of ten stocks, ranging from three to 34 percent. Finally, five years after 
inclusion, only three of ten stocks have positive growth; all others have zero to negative 
growth. 
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Figure 1: Growth in Stock Price Five and One Years Before Inclusion in the DJSI-NA 
and Five and One Years After Inclusion (Base Year = 2006) 
 
Note: Adopted from https://finance.yahoo.com/lookup/, https://www.historicalstockprice.com/, 
https://yearbook.robecosam.com/downloads/. 
 
 The second analysis looked at the changes in stock price between five- and one-
years prior to removal from the DJSI-NA and five- and one-years after removal (see 
Figure 2). Prior to removal from the DJSI-NA, all but one stock shows negative growth 
in the five-year period before leaving the index. From one year before to one year after, 
six of the stocks show positive growth prior to exit, while nine of ten show positive 
growth after leaving the index. This trend holds, with nine of ten stocks showing positive 
growth five years after leaving the DJSI-NA. The overall trend for the majority (eight of 
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Sun Life Financial Inc. (9/2006) 76% 11% 27% -43%
Alcoa Inc. (9/2006) -11% 13% 42% -23%
Becton Dickinson & Co. (9/2006) 91% 34% 18% 5%
Cardinal Health Inc. (9/2006) -11% 3% -5% -36%
Dow Chemical Co. (9/2006) 19% -7% 14% -42%
Newmont Mining Corp. (9/2006) 74% -8% 7% 46%
Medtronic Inc. (9/2006) 6% -13% 24% 24%
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ten) stocks is negative growth five years prior to removal, but then increasing positive 
growth from one year prior to removal through five years post. 
 
Figure 2: Growth in Stock Price Five and One Years Before Removal in the DJSI-NA 
and Five and One Years After Removal 
 
Note: Adopted from https://finance.yahoo.com/lookup/, https://www.historicalstockprice.com/, 
https://yearbook.robecosam.com/downloads/. 
 
 The first analysis compared the growth rates of ten stocks from five and one years 
prior to the date they were added to the DJSI-NA, and again one and five years after 
inclusion. While there may be some bump effect from inclusion in the index, the results 
are too vague to conclude such in the long term. The presence of the financial crisis 
during the latter part of the inclusion analysis skews the five-year after-inclusion results, 
which left any long-term benefit unable to be determined from the available data. For 
removal from the index, it is possible that the increases in stock price are a result of 
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Year After
Stock Price 5
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Allstate Corp. (9/2011) -62% -25% 69% 192%
Agilent Technologies Inc. (9/2012) 5% 24% 32% 133%
Genzyme Corp. (9/2011) -27% -1% 34% 16%
Coca-Cola Co. (9/2011) 52% 15% 14% 25%
Motorola Inc. (9/2011) -59% 22% 21% 82%
Microsoft Corp. (9/2011) -9% 2% 18% 131%
Noble Corp. (9/2011) -6% -13% 21% -75%
Waste Management Inc. (9/2011) -11% -9% -3% 96%
Whirlpool Corp. (9/2011) -10% 65% 77% 123%
Manulife Financial Corp. (9/2011) -71% 7% 37% 68%
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financial austerity on the part of the corporation under consideration, which could result 
in an increased profitability and improve the stock price but would most likely have 
negative consequences for CSR. The results from this analysis are consistent with the 
study of McGuire et al, which concludes that stock market-based measures produce 
insignificant results for measuring CSR. Further statistical analysis could be done which 
incorporates the effects of overall stock market trends, other economic indicators, and the 
financials of each company, to give a more nuanced view of the effect, if any, of CSR on 
stock price, as was done by Cochran and Wood (1984).  
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Chapter 4 
Conclusions 
 
Overall, the work presented in this thesis is consistent with prior CSR analysis evaluating 
CSR and stock market indicators. The results show a potential, if slight, positive effect on 
stock performance and volatility. However, given the multiple influences on stock price, 
a more detailed analysis on the effects of CSR will need to be performed to determine the 
extent to which CSR has any impact on individual stock price. 
 The use of the DJSI-NA as a benchmark for CSR is a source of potential bias in 
the analysis. By definition, the DJSI-NA includes only those corporations which are 
publicly traded, and meet certain, high standards of financial performance. The exclusion 
of smaller companies, and those not publicly traded, limits this analysis of CSR to those 
activities defined by the DJSI-NA. Fifty percent of the DJSI sustainability score is 
subjective to the industry (59 total) in which the corporation belongs, and thus not all 
participants are graded on a universal scale. 
 While the performance of the index itself shows positive results, the use of 
individual stock prices leaves much for further analysis. Ten stocks each is too limited a 
sample for broader conclusions about the impact of CSR on stock price. Also, in addition 
to including more stocks, the effects of inclusion and removal across many years over the 
life of the index should be examined, as well as corporations which have been included 
and removed more than once. A deeper analysis of multiple variables on the impact of 
external factors on stock price in addition to CSR activity would also benefit this 
analysis. 
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The practical significance of these findings is that stock-based measures of CSR 
are not insignificant but do require more careful consideration and analysis in order to 
reach any productive conclusions. Over the course of this research, the field of CSR has 
several problems which remain unresolved. First, the varied definitions create a bias in 
research outcomes; it is imperative that a shared concept of CSR is established prior to 
determining a methodological design for quantitative research. Second, more quantitative 
research should be conducted, as well as meta-analysis, to examine the effects of CSR on 
the sustainability of corporations. As social norms change, so too will the limits and 
expectations of CSR on corporations, and the measurement and effects of CSR will need 
to adjust accordingly.  
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Appendices 
Appendix A: Monthly Growth of the DJSI-NA, DJIA, S&P 500, and NASDAQ 
Composite 
Month DJSI-NA DJIA NASDAQ S&P500 
Feb-08 -2.46% -3.04% -4.95% -3.48% 
Mar-08 -0.57% -0.03% 0.34% -0.60% 
Apr-08 2.70% 4.54% 5.87% 4.75% 
May-08 1.15% -1.42% 4.55% 1.07% 
Jun-08 -7.55% -10.19% -9.10% -8.60% 
Jul-08 0.18% 0.25% 1.42% -0.99% 
Aug-08 1.16% 1.45% 1.80% 1.22% 
Sep-08 -8.13% -6.00% -12.05% -9.08% 
Oct-08 -18.60% -14.06% -17.35% -16.94% 
Nov-08 -7.84% -5.32% -10.77% -7.48% 
Dec-08 -0.76% -0.60% 2.70% 0.78% 
Jan-09 -7.87% -8.84% -6.38% -8.57% 
Feb-09 -11.18% -11.72% -6.68% -10.99% 
Mar-09 8.80% 7.73% 10.94% 8.54% 
Apr-09 9.08% 7.35% 12.35% 9.39% 
May-09 7.41% 4.07% 3.32% 5.31% 
Jun-09 -0.72% -0.63% 3.42% 0.02% 
Jul-09 8.43% 8.58% 7.82% 7.41% 
Aug-09 2.79% 3.54% 1.54% 3.36% 
Sep-09 4.34% 2.27% 5.64% 3.57% 
Oct-09 -1.76% 0.00% -3.64% -1.98% 
Nov-09 5.85% 6.51% 4.86% 5.74% 
Dec-09 1.15% 0.80% 5.81% 1.78% 
Jan-10 -4.07% -3.46% -5.37% -3.70% 
Feb-10 2.95% 2.56% 4.23% 2.85% 
Mar-10 5.84% 5.15% 7.14% 5.88% 
Apr-10 1.20% 1.40% 2.64% 1.48% 
May-10 -8.43% -7.92% -8.29% -8.20% 
Jun-10 -4.86% -3.58% -6.55% -5.39% 
Jul-10 7.10% 7.08% 6.90% 6.88% 
Aug-10 -4.67% -4.31% -6.24% -4.74% 
Sep-10 7.73% 7.72% 12.04% 8.76% 
Oct-10 3.15% 3.06% 5.86% 3.69% 
Nov-10 -0.48% -1.01% -0.37% -0.23% 
Dec-10 6.45% 5.19% 6.19% 6.53% 
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Month DJSI-NA DJIA NASDAQ S&P500 
Jan-11 1.05% 2.72% 1.78% 2.26% 
Feb-11 3.07% 2.81% 3.04% 3.20% 
Mar-11 -0.10% 0.76% -0.04% -0.10% 
Apr-11 3.27% 3.98% 3.32% 2.85% 
May-11 -2.07% -1.88% -1.33% -1.35% 
Jun-11 -1.12% -1.24% -2.18% -1.83% 
Jul-11 -2.60% -2.18% -0.62% -2.15% 
Aug-11 -4.66% -4.36% -6.42% -5.68% 
Sep-11 -6.93% -6.03% -6.36% -7.18% 
Oct-11 9.93% 9.54% 11.14% 10.77% 
Nov-11 -1.10% 0.76% -2.39% -0.51% 
Dec-11 0.39% 1.43% -0.58% 0.85% 
Jan-12 3.74% 3.40% 8.01% 4.36% 
Feb-12 2.87% 2.53% 5.44% 4.06% 
Mar-12 1.50% 2.01% 4.20% 3.13% 
Apr-12 -0.92% 0.01% -1.46% -0.75% 
May-12 -6.63% -6.21% -7.19% -6.27% 
Jun-12 3.54% 3.93% 3.81% 3.96% 
Jul-12 0.91% 1.00% 0.15% 1.26% 
Aug-12 1.61% 0.63% 4.34% 1.98% 
Sep-12 2.66% 2.65% 1.61% 2.42% 
Oct-12 -2.08% -2.54% -4.46% -1.98% 
Nov-12 -0.75% -0.54% 1.11% 0.28% 
Dec-12 0.99% 0.60% 0.31% 0.71% 
Jan-13 5.63% 5.77% 4.06% 5.04% 
Feb-13 0.75% 1.40% 0.57% 1.11% 
Mar-13 3.07% 3.73% 3.40% 3.60% 
Apr-13 1.74% 1.79% 1.88% 1.81% 
May-13 1.50% 1.86% 3.82% 2.08% 
Jun-13 -1.93% -1.36% -1.52% -1.50% 
Jul-13 4.90% 3.96% 6.56% 4.95% 
Aug-13 -3.74% -4.45% -1.01% -3.13% 
Sep-13 2.34% 2.16% 5.06% 2.97% 
Oct-13 4.00% 2.75% 3.93% 4.46% 
Nov-13 2.19% 3.48% 3.58% 2.80% 
Dec-13 1.96% 3.05% 2.87% 2.36% 
Jan-14 -4.51% -5.30% -1.74% -3.56% 
Feb-14 4.03% 3.97% 4.98% 4.31% 
Mar-14 2.23% 0.83% -2.53% 0.69% 
Apr-14 1.40% 0.75% -2.01% 0.62% 
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Month DJSI-NA DJIA NASDAQ S&P500 
May-14 1.56% 0.82% 3.11% 2.10% 
Jun-14 2.26% 0.65% 3.90% 1.91% 
Jul-14 -1.05% -1.56% -0.87% -1.51% 
Aug-14 2.46% 3.23% 4.82% 3.77% 
Sep-14 -1.88% -0.32% -1.90% -1.55% 
Oct-14 1.32% 2.04% 3.06% 2.32% 
Nov-14 1.55% 2.52% 3.47% 2.45% 
Dec-14 -0.23% -0.03% -1.16% -0.42% 
Jan-15 -5.29% -3.69% -2.13% -3.10% 
Feb-15 5.07% 5.64% 7.08% 5.49% 
Mar-15 -2.19% -1.97% -1.26% -1.74% 
Apr-15 2.65% 0.36% 0.83% 0.85% 
May-15 -0.31% 0.95% 2.60% 1.05% 
Jun-15 -2.64% -2.17% -1.64% -2.10% 
Jul-15 0.37% 0.40% 2.84% 1.97% 
Aug-15 -6.73% -6.57% -6.86% -6.26% 
Sep-15 -2.35% -1.47% -3.27% -2.64% 
Oct-15 8.51% 8.47% 9.38% 8.30% 
Nov-15 -0.15% 0.32% 1.09% 0.05% 
Dec-15 -1.78% -1.66% -1.98% -1.75% 
Jan-16 -5.10% -5.50% -7.86% -5.07% 
Feb-16 -0.02% 0.30% -1.21% -0.41% 
Mar-16 7.10% 7.08% 6.84% 6.60% 
Apr-16 1.50% 0.50% -1.94% 0.27% 
May-16 0.70% 0.08% 3.62% 1.53% 
Jun-16 0.60% 0.80% -2.13% 0.09% 
Jul-16 3.48% 2.80% 6.60% 3.56% 
Aug-16 -0.24% -0.17% 0.99% -0.12% 
Sep-16 0.03% -0.50% 1.89% -0.12% 
Oct-16 -1.51% -0.91% -2.31% -1.94% 
Nov-16 3.95% 5.41% 2.59% 3.42% 
Dec-16 2.03% 3.34% 1.12% 1.82% 
Jan-17 1.40% 0.51% 4.30% 1.79% 
Feb-17 3.52% 4.77% 3.75% 3.72% 
Mar-17 -0.56% -0.72% 1.48% -0.04% 
Apr-17 0.30% 1.34% 2.30% 0.91% 
May-17 0.42% 0.33% 2.50% 1.16% 
Jun-17 1.51% 1.62% -0.94% 0.48% 
Jul-17 2.01% 2.54% 3.38% 1.93% 
Aug-17 0.07% 0.26% 1.27% 0.05% 
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Month DJSI-NA DJIA NASDAQ S&P500 
Sep-17 2.93% 2.08% 1.05% 1.93% 
Oct-17 1.75% 4.34% 3.57% 2.22% 
Nov-17 3.05% 3.83% 2.17% 2.81% 
Dec-17 1.26% 1.84% 0.43% 0.98% 
 
Note: Adopted from https://fred.stlouisfed.org/series/DJIA, https://us.spindices.com/indices/equity/dow-
jones-sustainability-north-america-composite-index, https://fred.stlouisfed.org/series/SP500, 
https://fred.stlouisfed.org/series/NASDAQCOM. 
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Appendix B: Relative Performance of DJSI-NA versus DJIA, S&P 500, and 
NASDAQ Composite 
Month vs. DJIA vs. NASDAQ vs. S&P500 
Feb-08 0.57 2.49 1.01 
Mar-08 -0.54 -0.90 0.03 
Apr-08 -1.84 -3.16 -2.05 
May-08 2.57 -3.40 0.08 
Jun-08 2.64 1.56 1.05 
Jul-08 -0.07 -1.24 1.16 
Aug-08 -0.30 -0.65 -0.06 
Sep-08 -2.13 3.92 0.95 
Oct-08 -4.54 -1.24 -1.65 
Nov-08 -2.53 2.93 -0.36 
Dec-08 -0.16 -3.46 -1.54 
Jan-09 0.96 -1.50 0.69 
Feb-09 0.54 -4.50 -0.19 
Mar-09 1.07 -2.14 0.26 
Apr-09 1.73 -3.27 -0.32 
May-09 3.35 4.09 2.11 
Jun-09 -0.09 -4.14 -0.74 
Jul-09 -0.15 0.61 1.02 
Aug-09 -0.75 1.24 -0.57 
Sep-09 2.06 -1.31 0.76 
Oct-09 -1.76 1.88 0.22 
Nov-09 -0.66 0.98 0.11 
Dec-09 0.35 -4.66 -0.63 
Jan-10 -0.61 1.30 -0.37 
Feb-10 0.39 -1.28 0.10 
Mar-10 0.69 -1.30 -0.04 
Apr-10 -0.20 -1.44 -0.28 
May-10 -0.51 -0.14 -0.23 
Jun-10 -1.28 1.69 0.53 
Jul-10 0.02 0.20 0.22 
Aug-10 -0.36 1.57 0.08 
Sep-10 0.01 -4.31 -1.02 
Oct-10 0.09 -2.71 -0.53 
Nov-10 0.53 -0.12 -0.25 
Dec-10 1.26 0.26 -0.08 
Jan-11 -1.67 -0.73 -1.22 
Feb-11 0.26 0.03 -0.13 
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Month vs. DJIA vs. NASDAQ vs. S&P500 
Mar-11 -0.86 -0.05 0.01 
Apr-11 -0.71 -0.05 0.42 
May-11 -0.20 -0.74 -0.72 
Jun-11 0.11 1.05 0.70 
Jul-11 -0.41 -1.98 -0.45 
Aug-11 -0.30 1.76 1.02 
Sep-11 -0.90 -0.57 0.25 
Oct-11 0.38 -1.21 -0.85 
Nov-11 -1.86 1.28 -0.60 
Dec-11 -1.04 0.97 -0.46 
Jan-12 0.34 -4.27 -0.62 
Feb-12 0.34 -2.57 -1.19 
Mar-12 -0.50 -2.70 -1.63 
Apr-12 -0.93 0.55 -0.17 
May-12 -0.42 0.56 -0.36 
Jun-12 -0.38 -0.27 -0.41 
Jul-12 -0.09 0.76 -0.35 
Aug-12 0.98 -2.72 -0.36 
Sep-12 0.01 1.05 0.23 
Oct-12 0.46 2.38 -0.10 
Nov-12 -0.20 -1.85 -1.03 
Dec-12 0.38 0.68 0.28 
Jan-13 -0.14 1.57 0.59 
Feb-13 -0.65 0.17 -0.36 
Mar-13 -0.66 -0.32 -0.53 
Apr-13 -0.05 -0.13 -0.07 
May-13 -0.35 -2.32 -0.57 
Jun-13 -0.57 -0.41 -0.43 
Jul-13 0.95 -1.65 -0.04 
Aug-13 0.71 -2.73 -0.61 
Sep-13 0.19 -2.72 -0.63 
Oct-13 1.25 0.07 -0.46 
Nov-13 -1.28 -1.38 -0.61 
Dec-13 -1.09 -0.92 -0.40 
Jan-14 0.78 -2.77 -0.95 
Feb-14 0.07 -0.94 -0.28 
Mar-14 1.40 4.77 1.54 
Apr-14 0.65 3.41 0.78 
May-14 0.74 -1.55 -0.54 
Jun-14 1.61 -1.64 0.35 
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Month vs. DJIA vs. NASDAQ vs. S&P500 
Jul-14 0.52 -0.18 0.46 
Aug-14 -0.77 -2.35 -1.30 
Sep-14 -1.56 0.01 -0.33 
Oct-14 -0.72 -1.74 -1.00 
Nov-14 -0.97 -1.93 -0.91 
Dec-14 -0.20 0.93 0.19 
Jan-15 -1.60 -3.16 -2.19 
Feb-15 -0.56 -2.01 -0.42 
Mar-15 -0.22 -0.93 -0.45 
Apr-15 2.29 1.82 1.80 
May-15 -1.27 -2.91 -1.36 
Jun-15 -0.47 -1.00 -0.54 
Jul-15 -0.03 -2.47 -1.61 
Aug-15 -0.16 0.13 -0.47 
Sep-15 -0.88 0.92 0.30 
Oct-15 0.04 -0.88 0.21 
Nov-15 -0.47 -1.24 -0.20 
Dec-15 -0.12 0.20 -0.03 
Jan-16 0.40 2.76 -0.03 
Feb-16 -0.33 1.19 0.39 
Mar-16 0.03 0.26 0.51 
Apr-16 1.00 3.44 1.23 
May-16 0.62 -2.92 -0.83 
Jun-16 -0.21 2.73 0.51 
Jul-16 0.68 -3.12 -0.08 
Aug-16 -0.07 -1.23 -0.12 
Sep-16 0.54 -1.86 0.15 
Oct-16 -0.60 0.81 0.44 
Nov-16 -1.46 1.36 0.53 
Dec-16 -1.31 0.91 0.21 
Jan-17 0.89 -2.90 -0.39 
Feb-17 -1.25 -0.23 -0.20 
Mar-17 0.16 -2.04 -0.52 
Apr-17 -1.04 -1.99 -0.61 
May-17 0.09 -2.08 -0.74 
Jun-17 -0.11 2.45 1.03 
Jul-17 -0.52 -1.37 0.08 
Aug-17 -0.19 -1.20 0.01 
Sep-17 0.85 1.89 1.00 
Oct-17 -2.59 -1.82 -0.47 
 69 
 
Month vs. DJIA vs. NASDAQ vs. S&P500 
Nov-17 -0.78 0.87 0.24 
Dec-17 -0.58 0.83 0.27 
 
Note: Adopted from https://fred.stlouisfed.org/series/DJIA, https://us.spindices.com/indices/equity/dow-
jones-sustainability-north-america-composite-index, https://fred.stlouisfed.org/series/SP500, 
https://fred.stlouisfed.org/series/NASDAQCOM. 
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Appendix C: Stock Prices 5- and 1-Years Before Inclusion in the DJSI-NA and 5- 
and 1-Years After Inclusion in the DJSI-NA 
  
Stock 
price 5 
Years 
Before 
Stock 
price 1 
Year 
Before 
Day of 
Addition 
(9/30/2006) 
Stock 
price 1 
Year After 
Stock 
price 5 
Year After 
Sun Life Financial Inc. 23.79 37.49 41.77 52.90 23.79 
Alcoa Inc. 74.32 58.68 66.37 94.08 51.11 
Becton Dickinson & 
Co. 36.70 52.43 70.08 82.76 73.32 
Cardinal Health Inc. 73.50 63.44 65.39 62.04 41.88 
Dow Chemical Co. 32.59 41.67 38.78 44.07 22.46 
Newmont Mining 
Corp. 24.83 47.17 43.21 46.02 62.95 
Medtronic Inc. 44.00 53.62 46.70 57.86 57.86 
Exelon Corp. 22.17 54.09 60.55 75.79 42.61 
PepsiCo Inc. 48.94 56.71 64.33 64.33 64.33 
State Street Corp. 44.81 48.92 61.95 70.50 32.16 
 
Note: Adopted from https://finance.yahoo.com/lookup/, https://www.historicalstockprice.com/, 
https://yearbook.robecosam.com/downloads/. 
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Appendix D: Stock Prices 5- and 1-Years Before Removal in the DJSI-NA and 5- 
and 1-Years After Removal in the DJSI-NA 
Corporation 
Year 
Removed 
Stock 
price 5 
Years 
Before 
Stock 
price 1 
Year 
Before 
Day of 
Removal 
Stock 
price 1 
Year 
After 
Stock 
price 5 
Year 
After 
Allstate Corp. 9/30/2011 62.67 31.55 23.69 39.95 69.18 
Agilent Technologies 
Inc. 9/30/2012 26.47 22.35 27.8 36.66 64.87 
Genzyme Corp. 9/30/2011 44.72 33.25 32.8 43.97 38.19 
Coca-Cola Co. 9/30/2011 22.25 29.26 33.78 38.38 42.32 
Motorola Inc. 9/30/2011 101.06 34.48 41.9 50.62 76.28 
Microsoft Corp. 9/30/2011 27.36 24.49 24.89 29.49 57.6 
Noble Corp. 9/30/2011 27.22 29.54 25.66 31.12 6.34 
Waste Management 
Inc. 9/30/2011 36.65 35.74 32.56 31.63 63.76 
Whirlpool Corp. 9/30/2012 92.02 49.91 82.57 146.44 183.9 
Manulife Financial 
Corp. 9/30/2012 41.59 11.33 12.07 16.56 20.25 
Note: Adopted from https://finance.yahoo.com/lookup/, https://www.historicalstockprice.com/, 
https://yearbook.robecosam.com/downloads/. 
 
